

QUALITY OF 
SERVICE 

The efficiency and courtesy of 
flight attendants are important 
measurements of a passenger’s 
reaction to an airline’s quality of 
service. Young women and men 
undergo a rigorous training 
program at American’s Flight 
Service College in Fort Worth, 
Texas before earning their wings. 
The course emphasizes the vital 
part their performance plays in 
the airline’s success. The College 
has graduated 20,000 flight 
attendants since American first 
began training cabin personnel. 
Sixteen other airlines also have 
used the college facilities for 
training purposes. 


Comparative Two Year Highlights 


Percent 
Increase or 



1973 

1972 

(Decrease) 

Total Revenues 

$ 1 , 481 , 987,000 

$1,353,808,000 

9.5%' 

Total Expenses 

$ 1 , 546 , 730,000 

$1,349,320,000 

14.6 

Net Earnings (Loss) 

$ ( 48 , 046 , 000 ) 

$ 5,635,000 

— 

Average Shares Outstanding 

28 , 486,000 

28,446,000 

0.1 

Earnings (Loss) Per Share 

$( 1 . 69 ) 

$0.20 

— 

Revenue Ton Miles 

2 , 836 , 651,000 

2,733,160,000 

3.8 

Available Ton Miles 

6 , 495 , 065,000 

6,334,379,000 

2.5 

Payload Factor 

43 . 7 % 

43.1% 

1.4 

Average Number of Employees 

36,889 

35,477 

4.0 

Number of Stockholders at Year End 

76,793 

62,091 

23.7 



























Letter to Stockholders 


1973 was not a good year for the airlines; the 
industry was again unable to earn an adequate 
return on its investment. American had unusual 
problems including some serious work slow¬ 
downs in the early part of the year. 

Economic forecasts anticipated that 1973 would 
be a banner year for industry. For most 
businesses, those expectations were fulfilled. 
This was not the case for the airlines. Air traffic 
growth was below earlier expectations. The 
airlines, anticipating higher levels of traffic, 
operated too many scheduled flights. The result 
was a decline in the percentage of seats 
occupied. 

The industry has acquired too many large 
airplanes. Although this equipment is efficient 
and profitable when used to carry large numbers 
of passengers, it has not realized its potential 
due to inadequate demand. Because American 
received its large airplanes earlier than other 
carriers, it has been affected more severely. 

American has sold two of its Boeing 747 aircraft 
in 1974. To conserve fuel, eight others will be 
used only moderately during the year. These 
underutilized airplanes will adversely affect 

1974 results; they will generate little revenue 
while charges for interest, insurance, rentals 
and depreciation will continue. 

With the approval of the Civil Aeronautics 
Board, the major airlines agreed to reduce 
scheduling excesses on principal routes. This 
will keep production and sales in better 
balance. While the fuel shortage has caused 
substantial reductions in scheduling, the 
carriers continue to offer frequent flights 
sufficient in total to provide adequate and 
convenient service. 

Having made substantial schedule reductions, 
American was able to reduce the number of 
field and staff employees by more than 3,000 
during December and January 1974. This should 
lower annual costs by $36 million. The quality 
of our service has not been diminished since 
our personnel reductions have been consistent 
with the flight reductions. 

In early 1974 fuel supplies have been marginal, 
but few interruptions have occurred. Price 
increases incurred during January 1974 alone 
will increase our annual fuel costs by $30 
million. There can be no certainty about future 
price changes, but for planning purposes we 
have estimated that average fuel prices in 1974 
may be as much as 70% higher than in 1973. 
This will be partially offset by reduced con¬ 
sumption, but fuel expense will rise dramatically. 

The CAB is considering a procedure which 
would promptly translate fuel cost increases 


into a “fuel surcharge” to be added to the price 
of a ticket. A similar procedure has long 
permitted many regulated companies to pass 
through increased fuel costs to users by means 
of automatic rate adjustments. Adoption of 
such a procedure would avoid the long delays 
which normally attend fare increase petitions. 
Obviously, rate increases are insufficient if 
approved long after the costs have been 
incurred. 

The principal factors which will affect this year’s 
profit opportunities are the rate of cost 
increases, our ability to recover such costs 
through increased productivity and prompt rate 
adjustments, and the general level of demand. 
While the traffic outlook remains uncertain, 
results in the first few months of 1974 have 
exceeded forecasts. 

Mr. George A. Spater, who resigned as 
Chairman in September, has reached retirement 
age and will not stand for re-election as a 
Director. We will miss his presence and his 
valuable counsel. In February, 1974 Mr. George 
A. Warde resigned as President and a Director 
of American. He has our gratitude for his many 
years of splendid service to American. 

At the February, 1974 meeting of the Directors, 
Mr. Albert V. Casey, formerly President of The 
Times Mirror Company, Los Angeles, was 
elected President and Chief Executive Officer. 
Mr. Casey, a well-known and successful 
businessman, is a welcome addition to the 
American Airlines executive corps. 

I will retire as Chairman and a Director in May, 
1974. At that time Mr. Casey will also assume 
the title of Chairman. 

American’s people are devoting considerable 
attention to maintaining the quality and 
dependability of our service. Their example is 
an excellent one for all of us. 

American has prided itself on several basic 
strengths; its people, its quality of service, and 
its strong financial condition. These principal 
assets are still with us; so is the dedication of 
the people to preserve and strengthen them. We 
are confident that our strengths can be 
marshalled in a manner which will return 
American to profitability. 

The Company is indebted to its employees, its 
customers, and its stockholders for their loyalty. 



Chairman 






American Airlines, Inc. 
Year in Review 


The operations of American Airlines 
resulted in a loss of $48 million in 1973. 

In 1972, the Company earned $5.6 million. 
On a per share basis, American lost 
$1.69 compared with earnings of $.20 in 
1972. This report will discuss factors 
which contributed to the loss in 1973 and 
describe some measures designed to 
improve performance in 1974 and beyond. 


The Year for the Airline Industry 

Despite generally strong economic 
conditions, the industry’s 1973 results 
were disappointing. The eleven domestic 
trunk carriers achieved a return on 
investment of less than 5% compared to a 
recommended regulatory standard of 
12%. While the results are partially attrib¬ 
utable to factors unique to the airlines, the 
fact remains that the industry has been 
unable to earn an adequate return during 
a period which has been generally favor¬ 
able to other businesses. American has 
been affected by some of these factors 
earlier and more severely than others in 
the industry. Our 1973 results reflect this. 

In the late 1960s American and other 
airlines erred by purchasing too many 
large airplanes. Estimates of future growth 
were optimistic, but they relied too 
heavily on the past and gave little attention 
to the possibility that the growth curve 
might flatten. 

Airplanes of a new type are necessarily 
delivered several years after the initial 
order. Because of the high capital require¬ 
ments for a new plane, a manufacturer 
must develop sufficient orders before it is 
willing to complete the development 
program and go into production. In the 
case of the wide body aircraft, by the time 
they were delivered the growth curve 
had leveled. As a consequence, there are 
more large aircraft and associated 
capital assets than are required. 


Frequencies: A Strong Tool for Traffic 
Development 

In the best days of the railroads, schedule 
frequencies were never high, except on 
the short haul and commuter runs. Service 
was considered sufficient if the passen¬ 
ger had a choice of three or four good 
departures each day to his destination. 

Air transportation, with its relative speed 
advantage, brought into being a new 
concept of scheduling. Hourly services 
were frequently offered; these were multi¬ 
plied by parallel flights of competitive 
carriers. This frequency of service, with 
its attendant convenience, became and 
remained a strong factor in selling air 
transportation. 


NET EARNINGS AND RETURN ON INVESTMENT 
Percent Return on Investment CAB Basis 
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AIRCRAFT MIX 

Wide-Body Jets: Greater Capacity but Higher Operating Costs 
| Seats Occupied to Cover Costs Q Seats Remaining 
Seats Per Aircraft 



AMERICAN vs DOMESTIC TRUNK INDUSTRY 
Traffic and Capacity 
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Initially, with the large airplanes, two or 
three times the size of earlier equipment, 
there would not be sufficient traffic poten¬ 
tial on most routes to sustain high levels 
of schedule frequency and still make a 
profit. However, the airlines anticipated 
that the so-called jumbo jets would attract 
the preponderance of available traffic; 
they were big and glamorous, the stand¬ 
ard of comfort was luxurious and there 
was no difference in the ticket price. 

The airlines underestimated the strong 
sales value of schedule frequencies. They 
soon learned that frequent departures, 
even with small airplanes, were a potent 
sales device with great customer appeal. 

Use of Large Airplanes by American 

In 1973, for the first time since 1955, 
American did not receive any new aircraft. 
Nevertheless, scheduled available seat 
miles increased by 7.5% as a result of the 
full year contribution of aircraft delivered 
in 1972. 

American entered its orders for wide- 
body equipment early and received deliv¬ 
ery early. Accordingly, we had a higher 
proportion of large airplanes in 1973 than 
did our competitors. The problem of 
matching capacity to demand intensified 
because of our heavy commitment to 
these planes. This was first evidenced by 
the decline in American’s share of depar¬ 
tures relative to its share of available seat 
miles in 1972. The gap widened as other 
carriers made greater use of smaller air¬ 
craft while we put into service the last of 
the wide-body DC-IOs and simultaneously 
reduced the number of short haul flights 
with smaller planes. We lost some earlier 
competitive advantage as a result. Pas¬ 
sengers clearly regard frequent and timely 
flight departures as more important than 
any other factor, including the availability 
of the more comfortable wide-bodies. 

Our large airplanes are profitable on 
high traffic routes, but our revenue gen¬ 
eration on most routes has not been 
sufficient to meet their higher operating 
costs. We must carry 36 more passengers 
on a DC-10 than we have to on a 727 to 
break even. On a 747 we have to carry 83 
more passengers than on a 707 to break 
even. In many cases, these additional 
passengers are not available. 

American’s commitment to wide bodies 
has proven to be ahead of its time, and 
there is no easy solution to the problem 
of excess capacity which this has created. 
It can be solved by strong traffic growth 
on appropriate long-haul routes, but this 
is not likely to happen soon. Therefore, 
other, more immediate alternatives must 
be evaluated. These include reduced 


utilization, other uses on our system, sea¬ 
sonal leasing, and sales. All of these 
are being pursued. In January 1974, two 
747s were sold to the Boeing Company; at 
the same time, 14 additional 727s were 
ordered. 


Restoration of Frequencies and Fuel 
Restrictions 

During the first five months of 1973, 
available seat miles in domestic operations 
increased by 6.7% above the comparable 
prior year period, while passenger flight 
departures rose by 3.9%. These were 
below the industry averages as we con¬ 
tinued to emphasize the use of wide-body 
aircraft. Our passenger business suffered 
as a result. We responded by initiating a 
distinct change in operating strategy at 
mid-year. 

In June, we implemented a new sched¬ 
ule pattern featuring more frequent and 
convenient departures. We focused on 
key points such as Dallas/Ft. Worth and 
Chicago, re-establishing convenient 
connecting complexes to facilitate and 
increase the flow of passengers. Between 
June and October, departures rose by 
8.5% above 1972 levels while available 
seat miles increased by 10.6%. Although 
these increases were not immediately 
matched by equivalent growth in passen¬ 
ger miles, an encouraging trend became 
evident. American’s share of the passen¬ 
ger market has shown steady improvement 
since the new schedules were first 
implemented. 

Operations were dramatically altered in 
November and December when flights 
were sharply curtailed in response to fuel 
allocation directives dictated by the 
energy crisis. In these months, domestic 
available seat miles dropped by 0.7% 
below the prior year. In order to accom¬ 
plish the schedule adjustments necessi¬ 
tated by the fuel shortage, the Civil 
Aeronautics Board allowed the airlines to 
extend multi-lateral capacity restraint 
agreements to 12 additional markets 
served by American. Previous agreements 
in four transcontinental markets and the 
New York-San Juan market were also 
extended. These pacts have enabled the 
scheduled airlines to avoid wasteful 
frequency competition while still main¬ 
taining adequate service levels. 

The connecting patterns of the summer 
schedules have been maintained where 
possible. We have conserved fuel and kept 
competitive flight frequencies by using 
narrow body airplanes. To accomplish 
these goals, eight 747s were temporarily 
taken out of service in early 1974 in 
addition to the two sold to Boeing. 


3 






















Aircraft Programs 

When the two 747s were sold in January 
1974,14 additional 727-200s were ordered. 
The first four of the 727s will be delivered 
in 1975, the next five in 1976, and the last 
five in 1977. These efficient narrow bodied 
aircraft will help to establish a better 
balance between aircraft size and traffic 
densities. The additional 727s, capable of 
seating 123 passengers compared to 340 
for the 747, will provide the flexibility to 
maintain convenient schedule patterns in 
many more markets while being respon¬ 
sive to growth opportunities. 

During 1973, we continued to dispose 
of older aircraft which are no longer a part 
of our operating fleet. Eight BAC 1-11 s 
were sold; of the eighteen remaining at 
year end, one was sold in early 1974,11 
are under a lease/purchase contract, and 
six are under option for purchase or 
lease. One B-720 was sold in 1973 leaving 
seven available; subsequent to year end, 
we signed contracts for the sale of two 
and received letters of agreement for the 
sale of five. Additionally in 1973, we 
sold two B-707-323 Freighters and leased 
one DC-8 with an option to purchase. 

Route System 

The wide-bodied aircraft were ordered on 
the basis of optimistic traffic expectations 
formulated during the prosperity of the 
mid-1960s. These expectations were not 
realized, but the shortfall has been more 
pronounced on the East/West routes than 
on North/South routes. Traffic in the long 
haul transcontinental markets, accounting 
for about 20% of our passenger miles, 
increased by less than 2% between 
1972 and 1973 for the industry; volume still 
remains below the 1969 level. The slow¬ 
down in the defense and aerospace 
industries has adversely affected travel 
on many of these routes. By comparison, 
business conditions in the Southeastern 
portion of the country have been strong; 
additionally, North/South routes benefit 
from considerable amounts of vacation 
travel. 

American has a higher concentration of 
business travel than do other carriers. 
This is the result of route awards made 
over the past several decades — awards 
which have tended to deny us entry into 
important vacation destination areas. 
Business travel will continue to be highly 
important to American, but the oppor¬ 
tunities for more robust growth lie in the 
pleasure market. 

The acquisition of Trans Caribbean 
Airways in March 1971 was made with this 
in mind. The Caribbean represents a 
vacation market with considerable poten¬ 
tial yet to be tapped. The climate is ideal, 
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it is close by and convenient to a large 
percentage of the U.S. population, and it 
is inexpensive relative to many other 
vacation destinations. During 1973, 
American solidified its position on its 
Caribbean routes. Results were encour¬ 
aging. While traffic decreased by 
2.9%, operations remained profitable and 
showed moderate improvement over 
year ago levels. 

Although Mexican results for 1973 were 
mildly disappointing, this continues to be 
an area with considerable potential for 
reasons similar to those which make the 
Caribbean appealing. Traffic increased by 
39% as the inauguration of Chicago- 
Acapulco non-stop service and the intro¬ 
duction of wide-bodied flights attracted 
passengers. However, the higher costs of 
large aircraft operations diminished 
profits. 

When the Pacific authority was granted 
in 1969, we held high hopes for success 
on these routes. However, the severe 
operating restraints imposed by the CAB 
deprived us of the flexibility in scheduling 
we needed to operate profitably. Accord¬ 
ingly, early in 1973 the number of weekly 
Hawaiian flights was cut from 17 to 10. 
Despite this and strong growth south of 
Hawaii, we continued to suffer heavy 
losses. There is not sufficient traffic today 
for American to earn a profit on these 
routes. It seems probable, too, that the 
extremely long distances and high prices 
associated with these routes will make 
them less attractive to potential custom¬ 
ers. This is especially true now in a more 
conservative economic environment. 
Hence, the potential we envisioned five 
years ago is sharply reduced. 

Route Exchanges 

In 1973 the Company proposed route 
exchanges with other carriers as a means 
of quickly and easily accomplishing 
fundamental changes in its route system. 
The first such proposal involved Frontier 
Airlines. Under the terms of the agree¬ 
ment, American will receive Frontier’s 
routes from Dallas to Albuquerque and 
Las Vegas in exchange for our routes from 
San Diego to Tucson and to Phoenix. A 
later agreement with Hughes Airwest 
calls for American to receive that carrier’s 
authority from Las Vegas and Los Angeles 
to Salt Lake City and to Palm Springs in 
exchange for American’s authority from 
Houston to Phoenix, Tucson, El Paso 
and San Antonio, from Phoenix to San 
Antonio and from Tucson to El Paso. 

Finally, we agreed with Pan American 
on an exchange of American’s routes in 
the South Pacific and some U.S. Mainland- 
Hawaii rights for certain of Pan Am’s 


authorities from the Northeastern United 
States to Bermuda, Barbados and Santo 
Domingo. Pan American has long had a 
strong position in these vacation markets. 
We should be able to capitalize on these 
strengths and couple them with our 
existing Caribbean authority to give us 
a strong and profitable position in an 
important vacation area of the world. Pan 
American should have the same advan¬ 
tage in the Pacific, a region with which it 
has long been identified. As a part of this 
agreement, American sought to suspend 
its Pacific flights pending a final CAB 
decision on the exchange. This request 
was approved and service was suspended 
in early March 1974. American’s authority 
between Boston, St. Louis and Honolulu is 
not affected. 

These proposals, if approved, will 
represent an important step forward for 
American and the industry. The parties 
to all agreements will benefit by bettering 
the composition of their route systems, 
by gaining access to new markets, and 
by being able to allocate more efficiently 
their available resources. The various 
cities will benefit from improved air serv¬ 
ice. These agreements are still subject 
to review and hearings by the CAB. 

Traffic Growth and Marketing 

Airline traffic growth was disappointing 
in 1973. Domestic industry passenger 
miles increased by only 6.4% from 1972. 
Unusual strength in corporate profits and 
disposable personal income, factors 
which historically have been closely cor¬ 
related with air travel growth, was offset 
by a sharp drop in consumer confidence. 
Late in the year, the airline system was 
badly disrupted by a lengthy strike against 
TWA. Simultaneously, the fuel shortage 
necessitated severe schedule reductions 
on very short notice. 

Through April, domestic industry traffic 
increased by 6.0%. American, hampered 
by work slowdowns, showed a gain of 
only 0.4%. By mid-year, intensified mar¬ 
keting efforts, improved operational 
performance, and better schedules began 
to turn the tide. For the full year, our 
domestic traffic increased by 6.7%, slightly 
ahead of the industry rate. Various pro¬ 
grams are underway to maintain this 
momentum. 

Surveys indicate that passengers like the 
modern, spacious and comfortable wide- 
body interior look. All of American’s air¬ 
craft will have this more popular interior 
when the 727 modification program is 
completed in mid-1974. Many aircraft also 
are being modified to provide carry-on 
baggage facilities for the increased 
convenience of our frequent travelers. 
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An important feature of the mid-year 
schedules was the inauguration of Night 
Coach service in certain markets. This 
service, offering fares 20% below normal 
full fare, is designed to attract passengers 
willing to travel at off-peak hours in order 
to realize a saving. Traffic has picked up 
steadily since mid-year and load factors 
on these flights are now above average. 

New sales and advertising campaigns 
have been developed to appeal to a wide 
variety of groups. Sports, particularly 
golf and tennis, are an important ingre¬ 
dient of these programs. A number of 
attractive vacation packages feature 
leading golf and tennis resorts from the 
Caribbean to Hawaii. 

Expenses and Expense Control 

The airline industry has always been 
vulnerable to rapid expense increases. 
Inflation has had a serious impact on 
costs. Expenses in 1973 continued to 
increase at a disturbing rate. Although 
available ton mile capacity increased by 
only 2.5%, operating expenses were up 
by 15.2%. Despite close control over 
manpower, labor costs, the largest portion 
of total expenses, increased by 11.8%. 

The principal cost problems, excluding 
fuel, relate to the operation of large 
aircraft. The high cost of maintaining these 
planes caused total maintenance and 
engineering expenses to increase by 24%. 
Most of the cost problems involved the 
engine and hydraulic systems for the 
747 and DC-10. All existing problems have 
been identified and improvement and 
modification programs are underway in 
cooperation with the manufacturers. 

Most of these will be completed in 1974 
and should be reflected in substantially 
reduced material costs. 

Operational reliability improved steadily 
after the first quarter of the year. By year 
end, all aircraft types were meeting their 
standards for operational reliability and 
on-time performance, and American had 
returned to its traditional position of 
leadership in these categories. 

Landing fees increased by 17.9% 
during the year. This was primarily 
caused by higher rates charged by airport 
authorities, a factor over which we have 
no direct control. Over the past five years, 
landing fees have increased by 111% 
while our aircraft departures have declined 
by 6%. Higher rates can be anticipated 
in 1974 with operations now shifted to 
the new terminal at Newark International 
Airport and the move from Love Field in 
Dallas to the new Dallas/Fort Worth 
Regional Airport. 

In 1973, we decided to consolidate all 
electronic data processing activities in 
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Tulsa, Oklahoma. This will result in 
improved productivity, better service and 
a substantial reduction in overhead costs. 
The move will begin in early 1974 and be 
completed early in 1975. 

We have taken many actions to control 
expenses, and we shall continue to be 
alert to all opportunities for more efficient 
and less costly ways to operate the 
Company. Our management structure has 
been simplified to be more responsive to 
the day-by-day environment; unneces¬ 
sary levels of authority have been 
eliminated; lines of communication with 
people in the field have been shortened; 
and more decision-making authority has 
been put in the field, the area of daily 
passenger contact. We will be stronger 
and more responsive in this condition and 
should be more effective in efforts to 
provide quality service and control costs. 


Energy Crisis and Fuel Costs 

In early October, the Middle East oil 
embargo brought an already developing 
energy shortage to the crisis point. In 
response the Government imposed a fuel 
allocation program on a number of 
industries. The airline industry, although 
accounting for less than 5% of refined 
petroleum consumption in the U.S., was 
one of those hardest hit, and was di¬ 
rected to cut usage back to 85% of 1972 
levels. The airline response was immedi¬ 
ate. Flight reductions accomplished in 
November, December, and January 1974 
brought available seat mile capacity down 
by more than 25% from previously 
planned levels. Inevitably, this action 
caused some severe dislocations which 
have affected airline service to a number 
of communities. The schedule reductions 
also meant layoffs in the industry. Be¬ 
tween November 1973 and February 1974, 
American laid off more than 3,000 em¬ 
ployees, a reduction of about 872% from 
pre-allocation levels. 

More recently, there have been hints of 
some relaxation of these allocations, but 
the ability of our suppliers to meet the 
allocation levels prescribed for the air¬ 
lines is not guaranteed and they have 
given no assurance that they will be able 
to do so. 

Between 1964 and 1972, American’s 
average fuel price rose by 9.8%, an 
average annual rate of only 1.2%. In 1973, 
fuel costs increased by 15.4%, largely in 
the last half of the year. By year end, 
average unit prices were 25% above year 
ago levels and further increases have 
occurred in early 1974. Despite this rapid 
acceleration, the airline industry has not 
been granted commensurate rate relief. 
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Fare Relief 

Since the mid-1960s, airline fares 
have not kept pace with rising costs. The 
transition from piston to jet aircraft was 
completed by 1966 thus limiting the 
opportunities for further productivity 
gains. Simultaneously, inflation began to 
accelerate. Those rate increases which 
have been granted have come too late and 
have been too small. American benefited 
from domestic fare increases of 2.9% in 
late 1972 and 5% in late 1973, but its 
overall increase in revenue yield per pas¬ 
senger mile of only 2.6% above 1972 fell 
far short of matching rising costs. 

The CAB allowed the airlines to imple¬ 
ment a security surcharge of 59< per 
passenger in April, 1973. This produced 
revenues of approximately $8.3 million 
during 1973, effectively offsetting the 
expenses incurred for providing anti¬ 
hijacking security measures at airports. 

The sharp rise in fuel prices poses a 
severe threat to airline profits. We have 
asked the CAB to grant authority for the 
airlines to establish a ticket surcharge 
pass through formula so that these costs 
will not unfairly burden future earnings 
opportunities. The establishment of pric¬ 
ing mechanisms adequate to deal with all 
types of cost increases is necessary. 
Without such machinery, the industry 
will continue to realize inadequate earn¬ 
ings and will be unable to attract the 
capital necessary for future growth. 

Cargo and Charter 

Cargo operations were a bright spot in 
1973. Freight made an important contri¬ 
bution to profitability as we placed 
increased emphasis on the carriage of 
freight in lower deck cargo compart¬ 
ments, on exploiting the containerization 
efficiencies of large aircraft and improv¬ 
ing and expanding innovative distribution 
programs such as Priority Parcel Service. 
Freight ton mile volume increased by 
9.5% during the year while the revenue 
yield per ton mile rose by 9.6%. Recent 
tariff increases and increased movement 
of freight during the day at higher rates 
helped to improve the yield. 

Mail revenues benefited from a $5.1 
million rate increase in 1973, of which $3.6 
million related to prior years. Revenues, 
therefore, rose by 24%, despite an 
increase of only 1% in mail ton mile 
volume. Express revenues increased by 
23%, attributable to a volume increase 
of 26%. 

Military charter revenues fell by $17 
million in 1973 as a result of our decision 
to withdraw from this market in April. 
Offsetting this was an increase of nearly 


$10 million in commercial charter reve¬ 
nues. This was an improvement of more 
than 50%, an indication of our increased 
emphasis on this growing segment of the 
travel market. Over the short term, how¬ 
ever, inadequate fuel supplies will 
inhibit our ability to continue the develop¬ 
ment of this important business. 

Financial Condition 

American’s financial condition remains 
sound. Cash generation was positive in 
1973, despite our loss. In past years, the 
airline industry, including American, has 
had capital requirements far in excess of 
internally generated funds. This has 
necessitated considerable external 
financing. In 1973, American’s capital 
expenditures dropped below its deprecia¬ 
tion expense forJhe first time since 1962. 
Our cash flow was further enhanced by a 
$30 million refund of earlier federal 
income taxes paid, including interest. 
Thus, we had sufficient cash to meet 
scheduled debt maturities and to repay 
$25 million of the borrowings outstanding 
under our revolving credit agreement. 

At year end, we still had $115 million avail¬ 
able under this agreement with a number 
of banks. 

Capital expenditures for 1974 will again 
be low. These should be more than 
adequately financed by internally gene¬ 
rated funds. Our ratio of debt to equity 
was 52/48 at year end, the same as 1972. 
Some improvement seems likely in 1974. 

Flagship International 

Our subsidiary operations lost $1.8 
million after taxes in 1973, compared to 
earnings of $778 thousand in 1972. The 
loss includes provisions totaling $2.4 
million after taxes for anticipated 
losses in connection with the disposal of 
catering kitchens which have become 
surplus and a hotel which has been 
consistently unprofitable. 

Sky Chefs, primarily concerned with 
airline catering and airport restaurant 
operations, had a sales gain of 16%. For 
the first time, sales exceeded $100 million, 
reaching $107 million. However, rapidly 
escalating food and labor costs could not 
be fully recovered through price 
increases because of Price Control Regu¬ 
lations. Profit margins were eroded as 
a result and income before taxes, includ¬ 
ing the provision for anticipated losses, 
fell to $1.3 million from $5.0 million 
in 1972. 

Americana Hotels recorded sales of 
$83 million compared to $43 million in 
1972. Average occupancy increased from 
74% in 1972 to 77%. The operating loss 
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was reduced by 24% to $2.2 million. How¬ 
ever, the loss before taxes, including the 
anticipated loss provision, increased from 
$2.9 million to $3.9 million. We were 
able to effect major improvements in the 
Mexico and Pacific operations, but 
results in New York and Puerto Rico were 
disappointing and offset a large portion 
of the gains realized elsewhere. Higher 
labor, food and fuel costs were major 
problems during 1973. 

Within the last year, six hotels have 
been brought into the Americana system: 
the Shoreham in Washington, D.C., 
the Canyon in Palm Springs, the former 
Inter-Continental in Pago Pago, and new 
hotels in Los Angeles, Albany, and 
Acapulco. With nineteen hotels, over 
10,000 rooms, and a highly regarded sales 
organization, Americana has now 
achieved a recognized position in the 
hotel business. 

All hotels added within the last year are 
operated under management contracts. 
Similar arrangements are being sought 
with first-class hotels in other cities; 
Americana anticipates that management 
fees will make an increasingly significant 
contribution to its operating results. 

Employees 

Early in the year, a labor dispute with our 
pilots caused job actions which severely 
disrupted operations. An agreement 
was reached in early April providing the 
Company with much-needed flexibility in 
crew scheduling. Labor agreements with 
mechanics and stewardesses, covering 
about 16,900 employees, expired at the 
end of May. Negotiations were continuing 
in early 1974. 

A strike against TWA in November 
and December diverted many passengers 
to American, placing added duties and 
responsibilities upon our employees. As 
usual, they responded positively and 
provided top quality service under 
particularly trying circumstances. With¬ 
out their considerable contributions 
year in and year out, the American name 
would not have a close association with 
quality. There is no finer group of loyal 
and dedicated people in the industry. 

We are confident that their imagination 
and spirit will be key factors in returning 
the Company to a profitable posture. 

Outlook 

The major questions confronting U. S. 
business in the year ahead concern the 
impact of a “shortage” economy: Will 
there be growth? In what sectors will it 
come? What will be the effects of infla¬ 
tion? Early in the first quarter, the demand 


for certain goods and services remains 
high. The capital investment picture 
appears strong as corporations continue 
their plans to increase productive 
capacity. Nevertheless, the economic 
outlook for the year is not optimistic. 

We foresee softness bordering on a 
recession early in the year, followed by 
only moderate recovery in the second 
half. 

This environment presents major 
uncertainties as to the growth of air travel 
in 1974. Because of the sensitivity of air 
travel to the economic cycle and con¬ 
sumer attitudes, there is a possibility that 
traffic will decline. American, despite 
sharp reductions in its levels of produc¬ 
tion, will still offer ample seats to accom¬ 
modate the various time and destination 
preferences of the traveler. 

Higher prices for many vital supplies 
seem a certainty in view of current 
shortages and inflationary trends. We 
are examining every area of expense 
and are reducing costs wherever 
possible. Our marketing programs and 
emphasis on quality service will not be 
compromised. The various equipment and 
route exchange programs will enable 
us to more efficiently operate and 
schedule the airline. 

The objective of these programs is to 
return American to profitability. The 
degree to which we succeed in 1974 
depends upon an unusually large number 
of factors, and we cannot predict short¬ 
term results with confidence. We shall 
not, however, lose sight of our goal. 


Notice: 

Any person who owns either beneficially or as 
trustee more than 5 percent, in the aggregate, 
of the outstanding common stock of American 
Airlines, Inc. must file with the Civil 
Aeronautics Board a report containing the 
information required by Section 245.13, 

Subpart B, Economic Regulations of the Civil 
Aeronautics Board, on or before April 1 
as to common stock owned as of December 31 
of the preceding year, or within 10 days 
of any subsequent acquisition thereof. Any 
bank or broker holding such an interest 
as trustee on the last day of any quarter of a 
calendar year must file a report under 
Section 245.14 of such Regulations within 30 
days after the end of the quarter. Any 
person who grants a security interest in more 
than 5 percent of the common stock of 
American Airlines must file a report under 
Section 215.15 within 30 days after such 
transaction. Any stockholder who believes that 
he may be required to file a report may 
obtain further information by writing to the 
Director, Bureau of Operating Rights, Civil 
Aeronautics Board, Washington, D. C. 20428. 
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Since the beginning of commercial air transporta¬ 
tion, the airline customer has demanded three 
basics: safety, convenient schedules and reliability. 

Through the years, safety has been a corner¬ 
stone of the maintenance and operations programs 
of American Airlines. It is an imperative of the 
business. American’s impressive performance in 
this regard is a great tribute to its people. 

Similarly, American has always emphasized 
schedule convenience. Frequent and convenient 
service is an important ingredient in the formula 
for industry leadership and satisfactory profits. 

Reliability — the fundamental task of getting 
people to their destinations on time — is a 
day-to-day, minute-to-minute concern for everyone 
at American. 

Beyond these three considerations — safety, 
schedules and reliability — 
the passenger evaluates an 
airline by the quality of ser¬ 
vice provided by its people. 

As in the past, customers 
today are influenced by 
courtesy and personal 
attention — on the tele¬ 
phone, in the terminals, 
and aboard the aircraft. 

They appreciate fast, effi¬ 
cient baggage handling. 

They enjoy the freedom of 
going straight to the gate 
to check in. Most of all, they 
enjoy a smile, a warm 
greeting and cheerful, willing service. When they 
experience this personal attention, this courtesy, 
they will return. 

Efficient and courteous contact are important 
to every passenger of the airline and to every 
freight customer as well. A pleasing appearance 
and attitude are integral parts of efficiency and 
courtesy. These are the traits of a professional 
which are perceived by a passenger. 

Although severe fuel shortages and an economic 
decline have compelled American to reduce its 
schedules and curtail its work force, our high 
service standards remain unchanged. Within the 
constraints of economic reality, American’s people 
in 1974 continue to dedicate themselves to safety, 
convenient scheduling and reliability — and to 
a standard of warmth and professionalism that is 
unequalled in the airline industry. 


Crew members check meteorology charts before departure. Through use of 
a computer, pilots may examine alternative routings to select the one which 
is best suited for passenger comfort, dependability and fuel economy. 


During 1973, the Company continued its efforts to increase productivity, reduce 
costs, and improve customer service by the aggressive and imaginative use of 
data processing equipment. In 1974, all computer systems will be consolidated 
in Tulsa, Oklahoma. This move will eventually result in substantial savings in 
annual computer operating costs. 



American’s System Operations Center in the headquar¬ 
ters office in New York City monitors over 800 flights 
every day, constantly tracking fuel availability, airport 
conditions, on-time dependability and other operational 
requirements. 


Courteous and efficient service is the hallmark of 
American’s customer contact personnel at airports. 
They have earned high marks in passenger surveys 
for the friendly and knowledgeable way they perform 
their duties at a vital stage in the travel process — the 
customer’s first glimpse of American in action. 




American’s standard of answering 85% of all reserva¬ 
tion calls within 20 seconds is one of the best in the 
industry. A prompt answer and a friendly greeting are 
key elements in airline sales. 
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All of American's narrow-body aircraft will soon have a new wide-body interior 
look designed for the comfort and convenience of passengers. The dramatic 
transformation features more spacious seating, enclosed overhead storage 
compartments and fold-down center tables in coach permitting two-by-two 
seating when the middle seat is vacant. 



Sky Chefs, a part of American’s wholly-owned subsidiary 
Flagship International, provides food for many of American’s 
passenger flights. In addition it caters to 23 airlines at vari¬ 
ous airports on the U.S. Mainland and Hawaii and operates 
restaurants at 16 airports. 



Nearly 385,000 tons of freight were loaded aboard American’s jets in 1973, an 
increase of 4.7% over 1972. Commodities shipped ranged from auto parts to 
flowers to zithers. During 1973, we intensified our efforts to sell the freight 
capacity of the belly compartments of our passenger aircraft. As a result, 
freight hauled in lower cargo compartments increased by 36% over a year ago 
and now accounts for more than 44% of our freight ton mile volume. 





Daily tire maintenance and use of re-tread techniques have 
provided annual savings of $4.3 million for American. Never¬ 
theless, American's tire costs rose to $2.3 million in 1973, 
due largely to price increases. 



Last year American served 18,381,310 meals, an increase of 2,123,160 from 1972. 
Food quality, according to passenger surveys, is at its highest point in four 
years. At the same time, stringent controls have been established to curb rising 
food costs, which increased by 14% during 1973. 



The 237 jets in American’s fleet undergo close scrutiny during regular visits 
to the airline's Maintenance and Engineering Center at Tulsa, Oklahoma and 
at line stations located at 10 cities on the system. Over 2,000 parts on each 
airplane are maintained to insure reliability in the interest of safety and pas¬ 
senger comfort. 




American's on-time performance — through the teamwork of 
flight crews and maintenance and other ground personnel — 
showed dramatic improvement during the year. In 1972 ar¬ 
rival dependability dropped below the industry average as 
large numbers of wide-body airplanes were introduced. The 
impressive turnaround in 1973 brought American back to its 
traditional position above the industry average. 


Prompt delivery of baggage is a critical element of pas¬ 
senger service. Although American recorded its best bag 
gage delivery performance ever during 1973, this is an area 
that calls for close and constant attention. 
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American Airlines, Inc. 
and Consolidated Subsidiary 

Consolidated Statement of 
Operations and Retained Earnings 

(In Thousands) 


Year Ended December 31, 



1973 

1972 

Revenues 

Passenger 

$1,326,496 

$1,215,251 

Freight 

117,569 

104,986 

Mail (Note 12) 

26,174 

21,100 

Express 

5,793 

4,696 

Other (Note 11) 

5,955 

7,775 


1,481,987 

1,353,808 

Expenses (Notes 10 and 12) 

Flying Operations 

412,723 

367,903 

Maintenance 

268,901 

216,645 

Passenger Service 

166,299 

144,340 

Aircraft and Traffic Servicing 

305,891 

264,738 

Promotion and Sales 

168,599 

152,092 

General and Administrative 

70,554 

58,173 

Depreciation and Obsolescence 

125,797 

114,156 


1,518,764 

1,318,047 

Operating Income (Loss) 

(36,777) 

35,761 

Interest and Miscellaneous 

Interest on long-term debt 

(35,688) 

(33,848) 

Interest income (Note 7) 

15,746 

6,204 

Interest capitalized 

83 

2,925 

Profit on disposal of property 

5,519 

1,509 

Miscellaneous—net (Note 11) 

(8,107) 

(6,554) 


(22,447) 

(29,764) 


(59,224) 

5,997 

Federal Income Tax (Credit) (Note 7) 

(13,000) 

1,140 


(46,224) 

4,857 

Net earnings (loss) of Flagship International, Inc. 

(1,822) 

778 

Net Earnings (Loss) for the Year 

(48,046) 

5,635 

Retained Earnings at Beginning of Year 

244,234 

238,599 

Retained Earnings at End of Year 

$ 196,188 

$ 244,234 

Earnings (Loss) Per Share of Common Stock 

$(1.69) 

$.20 


The accompanying notes are an integral part of these financial statements. 
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American Airlines, Inc. 
and Consolidated Subsidiary 

Consolidated Balance Sheet 

(In Thousands) 


December 31, 


Assets_1973_1972 

Current Assets 


Cash 

$ 19,594 

$ 26,641 

Short-term investments, at cost (approximates market) 

55,000 

2,000 

Receivables 

254,287 

235,558 

Spare parts, materials and supplies, less obsolescence 
reserve (1973—$10,142; 1972—$8,023) 

68,987 

58,672 

Prepaid expenses 

5,444 

4,878 

Total Current Assets 

403,312 

327,749 


Operating Equipment and Property (Note 2) 


Flight equipment, at cost 

1,594,559 

1,591,107 

Less: accumulated depreciation 

614,807 

526,626 


979,752 

1,064,481 

Land, buildings and other equipment, at cost 

247,612 

235,766 

Less: accumulated depreciation 

106,082 

90,548 


141,530 

145,218 

Net Operating Equipment and Property 

1,121,282 

1,209,699 


Investments and Other Assets 


Investment in and advances to Flagship International, Inc. 

Aircraft held for resale and receivables on sale of aircraft 

34,793.** 

36,713 

and other equipment, less reserves and deferred income 
(1973—$22,980; 1972—$22,842) (Note 4) 

79,821 

104,590 

Route acquisition costs (Note 5) 

36,500 

36,500 

Other 

11,556 

17,065 

Total Investments and Other Assets 

162,670 

194,868 

Total Assets 

$1,687,264 

$1,732,316 


The accompanying notes are an integral part of these financial statements. 
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December 31, 


Liabilities and Stockholders’ Equity 

1973 

1972 

Current Liabilities 



Accounts payable 

$ 167,438 

$ 141,586 

Accrued salaries and wages 

70,790 

56,398 

Other accrued liabilities 

60,986 

50,564 

Long-term debt maturing within one year 

28,287 

32,290 

Air travel plan subscribers’ deposits 

8,572 

8,864 

Unearned transportation revenue 

40,960 

35,867 

Total Current Liabilities 

377,033 

325,569 


Long-Term Debt (Note 6) 


Senior 

414,881 

470,632 

Subordinated convertible debentures 

172,475 

172,476 


Total Long-Term Debt 


587,356 

643,108 

Deferred Credits 




Federal income tax (Note 7) 


156,558 

147,282 

Self-insurance 


17,747 

20,000 

Employee stock purchase plan (Note 9) 


4,896 

4,949 

Other 


2,332 

2,020 

Total Deferred Credits 

* 

181,533 

174,251 

Commitments, Long-Term Leases and 




Contingencies (Notes 2,3 and 5) 




Stockholders’ Equity (Notes 5, 6, 8 and 9) 




Preferred stock—no par value 

5,000,000 shares authorized; none issued 

Common stock—$1 par value 




60,000,000 shares authorized 

28,486,000 shares issued and outstanding 


28,486 

28,486 

Additional paid-in capital 


316,668 

316,668 

Retained earnings 


196,188 

244,234 

Total Stockholders’ Equity 


541,342 

589,388 

Total Liabilities and Stockholders’ Equity 


$1,687,264 

$1,732,316 





























American Airlines, Inc. 
and Consolidated Subsidiary 

Consolidated Statement of 
Changes in Financial Position 

(In Thousands) 


Source of Funds 

Year Ended December 31 
1973 1972 

Net earnings (loss) 

$(48,046) 

$ 5,635 

Less undistributed earnings (loss) of Flagship Int’L, Inc. 

( 1,822) 

778 


(46,224) 

4,857 

Depreciation and obsolescence 

125,797 

114,156 

Deferred federal income tax 

(13,000) 

1,140 

Total from operations 

66,573 

120,153 

Disposal of property and equipment 

25,445 

20,053 

Federal income tax refund 

21,393 

— 

Proceeds from issuance of long-term debt 

Value of common stock issued on conversion of 

— 

65,000 

debentures, less related expenses 

Net proceeds (refunds) from employee stock purchase 

— 

1,021 

plan and exercise of stock options 

(53) 

9,583 

Other (net) 

9,752 

(2,398) 

Total sources 

Application of Funds 

123,110 

213,412 

Capital expenditures: 

Flight* 

27,833 

296,860 

Ground 

15,426 

14,290 

Deposits (net change) 

— 

(134,930) 

Total capital expenditures 

43,259 

176,220 

Long-term debt transferred to current liabilities 

Reduction of indebtedness under the revolving credit 

28,287 

32,010 

agreement 

25,000 

10,000 

Prepayment of long-term debt 

2,465 

5,888 

Total applications 

99,011 

224,118 

Increase (Decrease) in Working Capital 

$ 24,099 

$(10,706) 

Changes in Components of Working Capital 

Cash 

$ (7,047) 

$(18,217) 

Short-term investments 

53,000 

(7,000) 

Receivables 

18,729 

37,240 

Spare parts, materials, supplies and prepaid expenses 

10,881 

13,337 

Total current assets 

75,563 

25,360 

Accounts payable 

25,852 

4,018 

Accrued liabilities 

24,814 

26,211 

Current portion of long-term debt 

(4,003) 

1,341 

Other current liabilities 

4,801 

4,496 

Total current liabilities 

51,464 

36,066 

Increase (Decrease) in Working Capital 

$ 24,099 

$(10,706) 

* In addition, during 1972, four aircraft costing $68.3 million 

were added to 



American’s fleet under long-term leases. 


The accompanying notes are an integral part of these financial statements. 


16 











































American Airlines, Inc. Notes to Financial Statements 


1. Summary of Accounting Policies 


A. Consolidation basis 

The accompanying consolidated financial statements include the accounts of 
American’s wholly-owned subsidiary, American Airlines de Mexico, S.A. The 
investment in Flagship International, Inc., a wholly-owned subsidiary providing 
hotel and catering services, is carried in the financial statements at cost plus- 
accumulated earnings not yet distributed to American. The 1972 financial 
statements have been retroactively restated to reflect the transfer to Flagship 
International, Inc. of American’s ownership interest in a hotel. 

B. Spare parts, materials and supplies 

Spare parts, materials and supplies relating to flight equipment are valued at 
average cost and expensed as consumed. With respect to the spare parts 
expected to be on hand at the date the aircraft are retired from service, American 
provides a reserve for obsolescence of such parts over the estimated useful 
life of the related aircraft and engines. 

C. Operating equipment and property 

Provision for depreciation of operating equipment and property is computed by 
the straight-line method. The estimated useful lives and residual values used 
for the principal asset classifications are as follows: 



Estimated 

Residual 

Boeing 747 and DC-10 aircraft and 

Useful Life 

Value 

engines 

Boeing 707 aircraft and engines: 

14 years 

15% 

Acquired 1959 to 1961 

12/31/77 

$100,000 

Acquired 1963 to 1968 

15 years 

$100,000 

Boeing 727 aircraft and engines 

12 years 

15% 

Major rotable parts, avionics and 

Life of equip¬ 

None to 

assemblies 

Improvements to leased flight 

ment to which 
applicable 

15% 

equipment 

Term of lease 

None 

Buildings and improvements 

10 to 20 years or 

None 

(principally on leased land) 

term of lease, 
whichever is 
shorter 


Ground and other equipment 

4 to 10 years 

None 


Recurring maintenance and repairs are charged to earnings as incurred. 
Expenditures for betterments which increase values or extend useful lives are 
capitalized. 

The difference between the cost and proceeds from disposition of spare 
assemblies, depreciated on a group basis, is charged or credited to the 
accumulated depreciation account. 

Upon retirement or disposal of other property and equipment, the asset accounts 
and the related accumulated depreciation accounts are reduced by the 
amounts included therein for such property and equipment. Gains or losses are 
included in income, except that gains on sale of aircraft for which notes are 
received are credited against aircraft held for resale and receivables on sale of 
aircraft and other equipment. 

D. Pre-operating costs 

The costs of training flight crews required to operate new fleets of aircraft are 
deferred and amortized over a three-year period. 

E. Insurance 

American maintains approximately a $20 million self-insurance reserve for 
certain uninsured risks (including deductibility provisions) and potential premium 
adjustments under certain of its insurance contracts. Major charges to the 
reserve are restored by provisions charged to income over a five-year period. 
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F. Retirement benefit plans 

American has in effect various retirement benefit plans, most of which are 
contributory, in which all full-time employees with at least one year of service are 
eligible to participate. American’s policy is to fund pension costs accrued, 
including amounts to amortize prior service costs over approximately 20 years. 
(See Note 10.) 


G. Interest capitalized 

Interest attributed to funds used to finance the acquisition of new aircraft and 
construction of major ground facilities is capitalized as an additional cost of the 
related assets. Capitalization of interest ceases when the assets become 
operational. 


H. Federal income tax 

Provision is made for federal income taxes which are currently payable or 
refundable and amounts which are deferred to future periods. The deferred 
amounts result from the fact that, under the applicable tax statutes and 
regulations, some items of income and expense are not recognized in the same 
years for tax reporting purposes as for financial statement purposes. The 
principal timing difference results from the use of an accelerated method of 
computing depreciation for tax purposes and the straight-line method for 
financial statement purposes. American follows the “flow through’’ method in 
recognizing benefit of investment tax credits. 


I. Earnings (loss) per share 

Earnings (loss) per share of common stock are determined by dividing net 
earnings (loss) by the average number of shares of common stock outstanding 
during the year (1973 — 28,486,000 and 1972 — 28,446,000). 


2. Commitments American currently has an operating fleet of 237 aircraft, of which 69 are leased 

for periods from 10 to 18 years (see Note 3). 


In January 1974, American determined that 8 of its 16 Boeing 747 aircraft will 
be used only moderately during 1974. Accordingly, these aircraft were temporarily 
taken out of service. Depreciation, rentals, insurance and other fixed costs 
related to these aircraft will continue to be charged to operations during 1974. 


In addition, in January 1974, American entered into an agreement with Boeing to 
purchase 14 Boeing 727-223 aircraft and related equipment for approximately 
$116,900,000 and to sell two Boeing 747 aircraft for book value of approximately 
$36,700,000. Four of the new aircraft are scheduled for delivery in 1975, five in 1976 
and five in 1977. Proceeds from the sale of the two Boeing 747 aircraft will be 
applied toward the purchase of the Boeing 727-223 aircraft. Additional 
payments will approximate the following: 1975 — $9,700,000; 1976 — $40,600,000; 
and 1977 —$29,900,000. 


At December 31, 1973, American’s Board of Directors had authorized 
expenditures of approximately $101,800,000, of which approximately $84,400,000 
had been contracted for, for aircraft modifications, spare parts and equipment and 
additional airport and office facilities and equipment. Of the $84,400,000, 
approximately $73,900,000 is expected to be expended during 1974. 
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3. Leases 


American leases various types of property, including aircraft and airport and 
office facilities. Rental expense during the years ended December 31, 1973 
and 1972 was as follows (in thousands): 

1973 1972 

Noncapitalized financing leases, 
less sublease income of 

$3,200 in 1973 and $2,900 in 1972 $ 86,000 $ 82,700 

Other leases, less sublease 

income of $2,000 in 1973 and $1,400 in 1972 16,600 15,900 

Total $102,600 $ 98,600 

In addition, American incurred airport landing fees of $34,200,000 in 1973 and 
$29,000,000 in 1972. 


American’s future minimum rental commitment (less subleases) under all non- 
cancellable leases is as follows (in thousands): 



Aircraft 

Airport 
and Office 
Facilities* 

Other* 

Net 

Amount 

Portion of Net 
Amount Applicable 
to Noncapitalized 
Financing Leases 

1974 

$ 55,100 

$ 33,400 

$11,500 

$100,000 

$ 89,700 

1975 

56,800 

33,000 

10,700 

100,500 

91,300 

1976 

56,800 

31,900 

10,300 

99,000 

91,000 

1977 

56,800 

31,600 

9,300 

97,700 

90,900 

1978 

56,800 

31,100 

6,000 

93,900 

87,500 

1979-1983 

263,600 

129,100 

15,100 

407,800 

391,600 

1984-1988 

159,200 

105,900 

1,900 

267,000 

260,800 

1989-1993 

15,100 

97,400 

1,400 

113,900 

113,300 

1994 and 
Subsequent 

_ 

193,800 

3,300 

197,100 

195,500 


‘Certain of these leases are renewable for varying periods of time. 


The present value of minimum lease commitments (less subleases) for all non¬ 
capitalized financing leases in effect at December 31,1973 and 1972 is as follows 
(in thousands): 



1973 

1972 

Aircraft 

$503,000 

$532,500 

Airport and office 
facilities 

271,000 

213,300 

Other 

45,700 

46,700 

Total 

$819,700 

$792,500 


American has guaranteed, as of December 31, 1973, $104,200,000 of lessors’ 
long-term loan certificates in connection with the lease of seven Boeing 747 
aircraft included above and $6,400,000 of purchasers’ debt obligations in 
connection with the sale of aircraft. In addition, American has guaranteed 
payments under noncapitalized financing leases for hotels and other properties 
operated by Flagship International, Inc. having a present value of $137,600,000 
at December 31, 1973. American has also guaranteed certain debt obligations 
of Flagship International, Inc. aggregating approximately $7,800,000 at 
December 31, 1973. 


If all noncapitalized financing leases, including those of Flagship International, Inc., 
were capitalized, related assets were depreciated on a straight-line basis and 
interest cost was accrued on the basis of the outstanding lease liability, the pro 
forma effect on net income (loss) for the years ended December 31, 1973 and 
1972 would be as follows (in thousands): 

1973 1972 


Pro forma reduction of rental expense $101,200 

Pro forma increase in depreciation expense (59,500) 

Pro forma increase in interest expense (58,400) 

Pro forma income tax effects 4,000 

Pro forma effect on net income (loss) $ (12,700) 


$ 92,800 
(55,000) 
(53,200) 
3,700 
$(11,700) 
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4. Aircraft Held for Resale 


5. Route Acquisition Costs 


The interest rates implicit in the terms of leases at the time of entering into such 
leases and also used in discounting net lease commitments vary from 2% to 
10%. The weighted average interest rate was 6.1% at December 31, 1973 and 1972. 

At December 31, 1973, American owned, but was not operating in active service, 

18 BAC One-Eleven aircraft, 7 Boeing 720B aircraft and 4 DC-8 aircraft which 
had an aggregate book value of approximately $55,700,000 including related 
spare parts. 

With respect to BAC One-Eleven aircraft, one has been sold, 11 are under a 
lease/purchase contract (6 of which have been delivered) and the remaining 
6 are under option for purchase or lease. American has contracted to sell 
2 Boeing 720B aircraft and has letters of agreement relating to the sale of the 
remaining 5 Boeing 720B aircraft. Two DC-8 aircraft are leased with an option 
to purchase and the remaining 2 are leased on a short-term basis. During 1972 and 
1973, American continued to provide a charge to earnings in lieu of depreciation 
with respect to the unsold BAC One-Eleven aircraft. Rentals are applied as a 
reduction of the book value of leased aircraft. 

Although the market and future price for aircraft of these types cannot be 
predicted, based on recent aircraft sales and purchase inquiries, American does 
not presently believe that adjustment of the book value of such aircraft is 
required in connection with their disposition. 

In March 1971, American issued 694,156 shares of common stock (of which 
115,032 shares have been placed in escrow as discussed below) for all the 
outstanding shares of Trans Caribbean Airways, Inc.’s common stock and merged 
Trans Caribbean into American in a transaction accounted for as a purchase. 

Route acquisition costs of $36,500,000 represent the excess of merger costs and 
the value of American’s shares of common stock issued for shares of Trans 
Caribbean over the value of the acquired net assets, exclusive of route 
certificates. This amount is subject to adjustment as a result of certain 
contingencies that could affect the determination of Trans Caribbean’s 
net equity at December 31, 1969. These include an alleged $9,500,000 federal 
income tax deficiency for which D. C. Transit System, Inc., a former subsidiary 
of Trans Caribbean, is substantially responsible and against which D. C. Transit 
has pledged collateral. If the resolution of certain of these contingencies, 
excluding the alleged tax deficiency, should reduce Trans Caribbean’s net 
equity at December 31, 1969 by more than approximately $1,100,000, a portion 
of the 115,032 shares of American’s common stock held in escrow could be 
returned to American. Route acquisition costs may also increase as a result of 
the outcome of a dispute with a foreign airline over an alleged default by 
Trans Caribbean with respect to an aircraft lease agreement involving aggregate 
long-term rentals of approximately $13,000,000. Although an arbitration panel has 
ruled American, as a successor to Trans Caribbean, in default, the decision and 
assessment of monetary damages, if any, are both subject to litigation. The foreign 
airline has also filed an action against American seeking compensatory and 
punitive damages for interference with contractual relationships. 

American is not amortizing the route acquisition costs arising from the merger, 
as Trans Caribbean’s routes were awarded under a permanent certificate. Such 
costs will not be recognized or claimed for regulatory purposes. 
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6. Long-Term Debt 


American’s debt (excluding amounts maturing within one year) consisted of the 
following (in thousands): 


Senior: 

474% promissory notes due 1975-1996 
4.55% promissory notes due 1975-1996 
5% promissory notes due 1975-1996 
5 3 A% promissory notes due 1975-1996 
5Vs% promissory notes due 1975-1991 
5% equipment obligations due 1975-1979 

Promissory notes with interest at y U% 
above prime commercial rate due 1975- 
1982 

Revolving credit agreement 
Other due 1975 


Subordinated: 

4V4% subordinated (convertible 
to 1980) debentures due 1992 
6% subordinated (convertible 
to 1982) debentures due 1982 
6 7 /b% subordinated (convertible 
to 1984) debentures due 1984 


Dec. 31, 

1973 

Dec. 31, 
1972 

$ 77,000 

$ 80,500 

22,000 

23,000 

22,000 

23,000 

62,333 

65,167 

93,500 

99,000 

27,682 

34,059 


20,000 

22,500 

85,000 

110,000 

5,366 

13,406 

$414,881 

$470,632 


$167,335 

$167,336 

1,663 

1,663 

3,477 

3,477 

$172,475 

$172,476 


Annual payments of long-term debt for the following years are: 

1975 —$28,075,000; 1976 — $22,710,000; 1977 — $107,710,000; 1978 — $22,710,000. 

Under the revolving credit agreement, American has available credit up to 
$200 million through March 31, 1977. Loans under the credit agreement bear 
interest at } /a% above the prevailing prime rate through December 31,1974, and at 
V 2 % above that rate thereafter. American is required to pay a commitment fee of 
V4% on the average unused amount of the available credit. 

American also has short-term lines of credit aggregating $90 million which are 
cancellable at the option of the banks. Loans under credit lines bear interest at the 
prevailing prime rate. There were no outstanding borrowings under these 
credit lines at December 31,1973 and the maximum amount of short-term indebted¬ 
ness during the year was $5 million. 

Incidental to, but not as part of the revolving credit agreement and the lines of 
credit, American established informal compensating balance arrangements with 
the participating banks. It is American’s policy to maintain balances with these 
banks equal to 10% of the outstanding borrowings plus 10% of the total available 
credit. These amounts are considered in terms of average collected bank 
balances maintained over a period of time. The compensating balance arrange¬ 
ments impose no legal restrictions upon American’s use of the funds. 

American’s debt agreements limit the amount available for payments of cash 
dividends on common stock. Under the provisions of the most restrictive of these 
debt agreements, approximately $30,000,000 of American’s retained earnings of 
$196,188,000 was not restricted for payment of cash dividends at 
December 31, 1973. 

7. Federal Income Tax During 1973, American received a federal income tax refund of $21,393,000 as a 

result of additional depreciation allowed by the Internal Revenue Service in 1973 for 
prior years. This amount was credited to the deferred tax liability and interest of 
$8,488,000 ($6,450,000 after tax — $.23 per share) thereon was credited to interest 
income. 
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8. Common Stock 


9. Stock Option and Stock 
Purchase Plans 


10. Retirement Benefits 


The tax credit for the year ended December 31,1973 represents the amortization 
of net deferred taxes provided in prior years. American’s effective tax rate varies 
from the U.S. statutory rate of 48% as a result of investment tax credits. 

American estimates that its federal income tax return for the year ended December 
31, 1973 will reflect a cumulative net operating loss carryforward of approximately 
$159,000,000, expiring as follows: 1977 — $38,000,000; 1978 — $20,000,000; 

1979 — $30,000,000 and 1980 — $71,000,000. This net operating loss carryforward 
is available to reduce future taxes payable. Upon realization of the operating 
loss carryforward, such benefit would be credited to the deferred tax liability and 
not affect future earnings. 

At December 31,1973, American had accumulated approximately $82,000,000 
of unused investment tax credits which may be applied as a reduction of 
future income tax provisions. 


Shares reserved for conversion of debentures and options at December 31, 1973 
and 1972 were as follows: 


474% subordinated convertible 

1973 

1972 

debentures 

3,781,580 

3,781,602 

Stock options 

485,295 

503,365 

Employee stock purchase plan 

6% subordinated convertible 

142,334 

431,105 

debentures 

67e% subordinated convertible 

19,763 

19,763 

debentures 

45,157 

4,474,129 

45,157 

4,780,992 


For the year ended December 31, 1972, 32,632 shares were issued on conversion 
of 4%, 5V2% and 474% subordinated convertible debentures; 5,313 shares 
were issued under employee stock purchase plans and 137,265 shares were 
issued on exercise of options. The excess of the net proceeds over par value 
of the shares issued amounting to $5,480,000 was credited to additional 
paid-in capital. 

American has qualified stock option plans approved by stockholders under which 
options to purchase common stock have been or may be granted to officers and 
employees of American and its subsidiaries. Under these plans, options are 
exercisable at the market value of the stock at the date of grant in approximately 
equal annual installments over a period of up to five years from the date options 
were granted. Option transactions during 1973 and 1972, respectively, were: options 
granted —12,500 and 202,100; options cancelled—57,695 and 125,265; and options 
exercised — none and 137,265. At December 31, 1973, options on 464,875 shares 
of common stock, aggregating $13,479,000, were outstanding (281,075 being 
exercisable) and 20,420 options were available for grant. 

In 1972, employees, other than officers, were granted options to purchase 647,989 
shares of common stock under an employee stock purchase plan. Under this plan, 
employees may exercise their options at any time up to June 19,1974 at 
an exercise price of $43,875 per share, and on June 19, 1974 at the lesser of 
$43,875 per share or 90% of the then fair market value of American’s 
common stock. Through December 31, 1973, options to purchase 500,408 shares 
of common stock had been cancelled and options to purchase 5,247 
shares of common stock had been exercised. 

Pension costs were approximately $50,800,000 in 1973 and approximately 
$45,800,000 in 1972. 

Effective January 1,1973, American, with the concurrence of its consulting actuary, 
changed certain actuarial assumptions, including interest rate and salary scale, 
used to determine pension costs and the method of recognizing changes in the 
market value of pension fund assets. The net effect of these changes was to 
increase pension costs for 1973 by $2,550,000 ($1,940,000 after tax — $.07 per share). 
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11. Mutual Aid Agreement 


American is a party to the Mutual Aid Agreement with several other airlines, under 
which non-struck member carriers make payments to member carriers 
whose operations are interrupted by employee strikes. In 1973 and 1972, American 
accrued payments of $17,000,000 and $4,300,000, respectively. Such payments 
were charged against revenues ($10,400,000 and $1,300,000, respectively) in 
respect of net revenues from added traffic attributable to strikes and to 
miscellaneous expense ($6,600,000 and $3,000,000, respectively) in respect of 
guarantee payments to cover certain minimum percentages of the struck carriers’ 
normal operating expenses. 

12. Other Revenue and Expense Items As a result of a rate increase, mail revenues were increased during 1973 by 

$5,100,000, of which $3,600,000 ($2,750,000 after tax — $.10 per share) related 
to prior years. 

During 1973, American performed a major review of its data processing installations, 
practices and procedures. As a result, the estimated useful life of certain owned 
and leased equipment was shortened, increasing 1973 expenses by approximately 
$6,400,000 ($4,870,000 after tax — $.17 per share). 

During 1972, American substantially completed the conversion of its 707 aircraft 
fleet to the “wide-body” look. In view of the continued use and improvement of 
these aircraft, effective January 1, 1972, American revised the estimated useful life 
of these aircraft from twelve to fifteen years, except for those aircraft acquired 
from 1959 to 1961 whose useful life was extended to a common retirement date of 
December 31,1977. American also reduced the estimated residual value of all 
707 aircraft from fifteen percent of cost to $100,000 per aircraft (approximately 
1.4% of cost). As a result, American’s 1972 expenses were decreased by 
approximately $1,700,000 ($1,281,000 after tax — $.05 per share). 


Report of Certified Public Accountants The Board of Directors and Stockholders 

American Airlines, Inc. 


We have examined the accompanying consolidated balance sheet of American 
Airlines, Inc. and Consolidated Subsidiary at December 31,1973 and the related 
consolidated statements of operations and retained earnings, and changes in 
financial position for the year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests 
of the accounting records and such other auditing procedures as we considered 
necessary in the circumstances. We have previously made a similar examination 
of the financial statements for the prior year. 

In our opinion, the statements mentioned above present fairly the consolidated 
financial position of American Airlines, Inc. and Consolidated Subsidiary at 
December 31,1973 and 1972 and the consolidated results of operations and changes 
in financial position for the years then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis during the period except 
for the change, with which we concur, in the method of determining pension costs 
as explained in Note 10. 


277 Park Avenue 
New York, New York 
February 7,1974 
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American Airlines, Inc. and Consolidated Subsidiary 
Ten Year Comparative Summary 



1973 

1972 

1971 

1970 

Revenues, Expenses, Earnings (in thousands) 

Revenues 

Passenger—scheduled 

$1,296,317 

$1,184,471 

$1,078,013 

$ 983,246 

—commercial charter 

26,993 

17,478 

9,657 

5,818 

Freight—commercial 

116,095 

96,279 

89,215 

85,011 

Military charter 

4,660 

22,009 

32,839 

27,157 

Mail 

26,174 

21,100 

22,445 

22,433 

Express 

5,793 

4,696 

5,219 

6,349 

Other 

5,955 

7,775 

7,943 

2,765 

Total 

1,481,987 

1,353,808 

1,245,331 

1,132,779 

Expenses 

Wages, salaries and employee benefits 

672,865 

601,895 

553,736 

518,299 

Depreciation and obsolescence 

125,797 

114,156 

108,813 

106,068 

Other operating expenses 

720,102 

601,996 

553,140 

516,277 

Interest and miscellaneous—net 

22,447 

29,764 

27,764 

30,004 

Total 

1,541,211 

1,347,811 

1,243,453 

1,170,648 

Federal Income Tax: 

Current 

— 

— 

(75) 

(10,054) 

Deferred 

(13,000) 

1,140 

(50) 

(476) 

Net earnings (loss) of Flagship International, Inc. 

(1,822) 

778 

(1,026) 

(941) 

Net earnings (loss) 

(48,046) 

5,635 

3,029 

(26,398) 

Common Stock Information 

Shares outstanding at year end (000) 

28,486 

28,486 

28,311 

20,281 

Book value per share 

~1 19.00 

$ 20.69 

$ 20.42 

~$ 17.78 

Earnings (loss) per share 

(1.69) 

.20 

.13 

(1.30) 

Dividends paid per share 

— 

— 

.40 

.80 

Capital Expenditures (in thousands) 

Flight 

~1 27,833 

$ 296,860 

$ 221,493 

$ 118,215 

Ground 

15,426 

14,290 

44,855 

70,671 

Deposits—net change 

— 

(134,930) 

(49,702) 

(13,182) 

Total 

43,259 

176,220 

216,646 

175,704 

Financial Position at year end (in thousands) 

Current assets 

$ 403,312 

$ 327,749 

$ 302,389 

$ 284,438 

Current liabilities 

377,033 

325,569 

289,503 

277,611 

Net working capital 

26,279 

2,180 

12,886 

6,827 

Operating equipment and property—net—aircraft 

979,752 

1,064,481 

990,257 

995,416 

—ground 

141,530 

145,218 

150,933 

165,710 


Long-term debt 


Senior 

414,881 

470,632 

453,530 

430,200 

Subordinated 

172,475 

172,476 

172,508 

282,870 

Deferred federal income tax 

156,558 

147,282 

146,616 

146,266 

Retained earnings 

196,188 

244,234 

238,599 

243,821 

Stockholders’ equity 

541,342 

589,388 

578,098 

360,678 

Operating Statistics 

Revenue yield per passenger mile—scheduled service 

6.28 c 

6.12c 

6.15c 

5.92c 

Revenue yield per revenue ton mile—all services 

52.24c 

49.53c 

48.99c 

47.10c 


Operating expense 


Per available ton mile 

23.38 c 

20.81c 

19.69c 

20.28c 

Per revenue ton mile 

53.54c 

48.22c 

47.82c 

47.42c 

Available passenger seat miles—scheduled service (millions) 

39,006 

36,289 

35,182 

32,636 

Revenue passenger miles—scheduled service (millions) 

20,654 

19,366 

17,535 

16,623 

Passenger load factor—scheduled service 

53.0% 

53.4% 

49.8% 

50.9% 

Revenue passengers carried—scheduled service (thousands) 

21,050 

20,185 

19,245 

19,145 

Revenue plane miles flown (millions) 

296 

291 

297 

302 

Ton miles (millions) 

Available—all services 

6,495 

6,334 

6,175 

5,623 

Revenue—all services 

2,837 

2,733 

2,542 

2,405 

Freight—commercial 

529 

483 

436 

445 

Military charter 

48 

139 

194 

156 

Mail 

98 

98 

104 

105 

Express 

17 

13 

15 

20 

Actual payload factor 

43.7% 

43.1% 

41.2% 

42.8% 

Breakeven payload factor 

44.8% 

42.0% 

40.2% 

43.1% 

Number of aircraft 

267 

278 

264 

253 

Number of employees at year-end 

37,612 

35,197 

35,469 

35,863 
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1969 

1968 

1967 

1966 

1965 

1964 



$ 893,510 

$830,949 

$724,103 

$660,567 

$540,874 

$485,690 

4,393 

3,291 

2,901 

3,133 

2,191 

— 

74,310 

74,984 

60,616 

62,992 

47,371 

36,435 

8,984 

16,367 

28,271 

— 

— 

— 

21,288 

21,194 

16,212 

17,028 

12,066 

11,117 

5,823 

6,516 

5,979 

6,963 

5,704 

5,270 

24,652 

3,897 

3,449 

(22,971) 

4,229 

5,495 

1,032,960 

957,198 

841,531 

727,712 

612,435 

544,007 


436,628 

391,660 

332,083 

274,645 

234,646 

211,380 

94,701 

92,439 

82,582 

65,941 

59,656 

53,951 

438,669 

409,183 

344,421 

289,253 

243,250 

214,196 

17,213 

23,403 

15,808 

13,729 

11,398 

9,283 

987,211 

916,685 

774,894 

643,568 

548,950 

488,810 


(516) 

(7,922) 

11,936 

21,919 

15,804 

9,251 

11,031 

16,022 

9,094 

10,106 

8,026 

12,494 

3,234 

3,043 

2,478 

2,004 

1,527 

1,048 

38,468 

35,456 

48,085 

54,123 

41,182 

34,500 


20,281 

20,238 

20,224 

17,988 

17,932 

16,965 

“I 19.89 

$ 18.78 

$ 17.83 

$ 15.78 

$ 13.46 

$ 11.53 

1.90 

1.75 

2.48 

3.01 

2.39 

2.04 

.80 

.80 

.7875 

.65625 

.625 

.5625 


$ 77,698 

$ 90,788 

$284,682 

$236,708 

$117,647 

$ 86,754 

41,754 

20,660 

25,541 

11,019 

7,288 

7,286 

76,370 

72,665 

(1,024) 

(500) 

11,906 

11,240 

195,822 

184,113 

309,199 

247,227 

136,841 

105,280 


$ 311,268 

$330,701 

$373,895 

$332,156 

$255,180 

$226,551 

241,268 

209,391 

189,850 

183,845 

168,916 

139,000 

70,000 

121,310 

184,045 

148,311 

86,264 

87,551 

993,515 

951,012 

876,196 

688,032 

516,124 

449,045 

107,644 

74,784 

62,004 

42,478 

36,607 

34,751 


398,371 

399,463 

412,847 

363,756 

250,000 

269,750 

282,870 

282,888 

282,894 

159,905 

78,170 

40,000 

146,742 

135,711 

110,310 

101,216 

91,979 

83,953 

286,443 

264,186 

244,944 

212,727 

170,601 

140,280 

403,300 

380,004 

360,564 

283,799 

241,346 

195,665 


5.62* 

5.38c 

5.40c 

5.59c 

5.88c 

5.95c 

47.28c 

44.17c 

44.20c 

45.68c 

50.53c 

52.71c 


19.26< 

19.00c 

19.58c 

20.76c 

22.15c 

23.07c 

44.39c 

41.23c 

39.86c 

39.53c 

44.35c 

46.47c 

30,119 

27,748 

22,682 

18,722 

15,607 

13,603 

15,906 

15,457 

13,391 

11,801 

9,195 

8,105 

52.8% 

55.7% 

59.0% 

63.0% 

58.9% 

59.6% 

18,876 

19,079 

16,844 

14,358 

11,507 

10,104 

285 

273 

238 

192 

159 

141 


5,036 

4,701 

3,877 

3,035 

2,427 

2,079 

2,185 

2,167 

1,904 

1,593 

1,212 

1,032 

408 

422 

358 

351 

254 

186 

63 

104 

140 

— 

— 

— 

93 

93 

65 

55 

38 

34 

18 

19 

17 

20 

16 

14 

43.4% 

46.1% 

49.1% 

52.5% 

49.9% 

49.6% 

40.7% 

43.0% 

44.3% 

43.9% 

43.8% 

43.8% 

247 

242 

206 

182 

171 

167 

37,087 

35,065 

32,864 

29,192 

25,441 

23,435 
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R. A. Mills 
Jack A. Tompkins 
Warren G. Woodward 

Cyrus S. Collins 
G. L. Crothers 
John D. Crimmings 
Harry B. Dalgaard 
J. W. Eaken 
J. Clarke Ferguson 
R. L. Frederick 
R. A. Unangst 


— Chicago 

— New York 

— Los Angeles 

— Detroit 

— Dallas 

— New York 

— Honolulu 

— Boston 

— London 

— Washington, D.C. 

— Boston 

— San Francisco 

— Los Angeles 


(Central Division) 
(Eastern Division) 
(Western Division) 
(Northern Division) 
(Southern Division) 

(Caribbean) 

(Pacific) 

(Northeast) 

(Europe) 


Principal Office 

American Airlines, Inc. 

633 Third Avenue 

New York, New York 10017 

Telephone: 212 557-1234 









Americana Hotels United States 

Ala Moana Hotel • Honolulu, Hawaii 

Americana City Squire • New York, New York 

Americana Inn • Albany, New York 

Americana of Bal Harbour • Bal Harbour, Florida 

Americana of Los Angeles • Los Angeles, California 

Americana of New York • New York, New York 

Americana of San Juan • San Juan, Puerto Rico 

Barkley Americana • Cincinnati, Ohio 

Canyon Racquet and Golf Resort • Palm Springs, California 

Inn of the Six Flags • Dallas/Ft. Worth, Texas 

The Flagship Rochester • Rochester, New York 

The Towne House Motor Inn • Rochester, New York 

Shoreham Americana • Washington, D.C. 

Mexico 

Condesa del Mar • Acapulco, Mexico 
El Presidente • Acapulco, Mexico 
Fiesta Tortuga • Acapulco, Mexico 
Fiesta Palace • Mexico City, Mexico 

Korea 

Chosun Hotel • Seoul, Korea 

American Samoa 

Americana Pago Pago • American Samoa 
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DEDICATION TO 
EXCELLENCE 

Safety is paramount at American. 

The education of our cockpit 
crews never ceases. Twice a year 
each pilot returns to American’s 
Flight Training Center at Fort 
Worth, Texas for graduate level 
training designed to keep every 
crew member at the peak of 
proficiency. Over the years, 
American has established an 
enviable safety record. This is not 
the result of chance. American’s 
innovations in flight training are 
many and the record of our pilots 
is so outstanding that many 
airlines from all over the world 
have chosen American to train 
their crews. 




On Order 

For Delivery During: 

Operating 

Boeing 727/023 

Owned 

57 

Leased 

1 

1974 1975 1976 

1977 

Boeing 727/223 

10 

32 

4 5 

5 

Boeing 707/123B 

49 

3 



Boeing 707/323B 

— 

10 



Boeing 707/323C 

11 

9 



Boeing 707/323CF 

13 

1 



Boeing 747 

9* 

7 



McDonnell Douglas DC-10 

19 

6 



For Sale or on Lease 

B AC 1-11 

18 

_ 



Boeing 720B 

7 

— 



McDonnell Douglas DC-8 

4 

1 



TOTAL 

197 

70 

4 5 

5 


Aircraft Fleet at Year End 1973 


‘Includes two B-747s sold in January 1974 


Printed in U.S.A. 
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